This paper examines the economic consequences of terror attacks by exploiting the inherent randomness in the success or failure of terror attacks. The findings suggest that successful attacks, in comparison to failed attacks, reduce the number of jobs and total earnings in targeted counties by approximately 2% in the years following the attack. Analyzing the channels, I find that successful attacks affect, in particular, specific industries such as housing. Last, I show that successful attacks receive more media coverage and increase levels of consumer pessimism in terms of business conditions and buying conditions.
Figure 2: Share of terror attacks targeting the following victims: business, government, abortion clinics or employees, private citizens and property and other. Targets classified as "Other" include airports, educational and religious institutions, transportation, media, military, NGO, police, telecommunication, tourists and attacks carried out against foreign missions, maritime facilities, non-state militias, violent political parties, utilities and food or water supply. Table 5 for more details. County and year fixed effects are included in the model. The controls include month-by-year dummies, census divisionby-year dummies, attack type and weapon fixed effects, a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of successful terror attacks. (2). The sample is restricted to counties in which there is at least one failed terror attack. Only county-year observations up to five years after the attack and three years prior to the failed attack are included. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1-3, the dependent variable is the log of the county-year ratio of jobs-topopulation. In columns 4-6, the dependent variable is the log of the county-year ratio of total real earnings-to-population. Columns 1-6 include a variable that is equal to the number of successful terror attacks. In columns 2-3 and 5-6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. (4). Only county-year observations up to five years after the attack and three years prior to the failed attack are included. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1-3, the dependent variable is the log of the county-year ratio of jobs-to-population. In columns 4-6, the dependent variable is the log of the county-year ratio of total real earnings-to-population. Columns 1-6 include a variable that is equal to the number of successful terror attacks. In columns 2-3 and 5-6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1-3, the dependent variable is the log of the county-year ratio of jobs-to-population. In columns 4-6, the dependent variable is the log of the total real earnings of the county. Panel A relies on neighboring counties instead of targeted counties. Panel B relies on non-targeted counties with an airport in the same state as targeted counties. Columns 1-6 include a variable that is equal to the number of terror attacks. In columns 2-3 and 5-6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. Note: Establishments data from the County Business Patterns. This table shows estimates of a difference-in-differences with respect to failed attacks (equation (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. In Panel A, the dependent variable is the log of the county-year ratio of establishments-to-population. In Panel B, the dependent variable is the log of the county-year ratio of small establishments-to-population. Small establishments are establishments with 1 to 99 employees. In Panel C, the dependent variable is the log of the county-year ratio of medium-sized establishments-to-population. Medium-sized establishments are establishments with 100 to 499 employees. In Panel D, the dependent variable is the log of the county-year ratio of large establishments-to-population. Large establishments are establishments with 500 employees or more. Columns 1-3 include a variable that is equal to the number of terror attacks. In columns 2-3, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. Note: Employment and earnings data from the regional economic accounts of the Bureau of Economic Analysis. This table shows estimates of a difference-in-differences with respect to failed attacks (equation (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1-3, the dependent variable is the log of the county-year ratio of jobs-to-population. In columns 4-6, the dependent variable is the log of the county real average wage per job. Columns 1-6 include a variable that is equal to the number of terror attacks. In columns 2-3 and 5-6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. Note: Employment and earnings data from the County Business Patterns. This table shows estimates of a difference-indifferences with respect to failed attacks (equation (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. The baseline for equation (3) includes the three years prior through the three years after the attack. Columns 1 and 2 add to the pre-terror window respectively the fourth and the fourth and fifth year before an attack. Columns 3, 4 and 5 add to the post-terror period respectively the fourth, the fourth and fifth and the fourth, fifth and sixth year after the attack. In Panel A, the dependent variable is the log of the county-year ratio of jobs-to-population. In Panel B, the dependent variable is the log of the county-year ratio of total real earnings-to-population. In Panel C, the dependent variable is the log of the county real average wage per job. The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. The time period is 1970-2013. (3)). Each entry is from a separate OLS regression. I omit one year for each entry. Robust standard errors are in parentheses, adjusted for clustering by county. The dependent variable is the log of the county-year ratio of jobs-to-population. The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. (3)). Each entry is from a separate OLS regression. I omit one year for each entry. Robust standard errors are in parentheses, adjusted for clustering by county. The dependent variable is the log of the county-year ratio of total real earnings-to-population. The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. Note: Employment and earnings data from the County Business Patterns. This table shows estimates of a difference-indifferences with respect to failed attacks (equation (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. In Panel A, the dependent variable is the log of the county-year ratio of jobs-to-population. In Panel B, the dependent variable is the log of the county-year ratio of total real earnings-topopulation. In Panel C, the dependent variable is the log of the county real average wage per job. In columns 1-3, I omit terror attacks with an ambiguous locations, i.e. mailed-based attacks, hijacking/hostage and attacks followed by a police chase. In columns 4-6, I omit terror attacks leading to over $1 billion or 100 deaths. Columns 1-6 include a variable that is equal to the number of terror attacks. In columns 2-3 and 5-6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-2013. Note: Employment and earnings data from the County Business Patterns. This table shows estimates of a difference-indifferences with respect to failed attacks (equation (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. In Panel A, the dependent variable is the log of the county-year ratio of jobs-to-population. In Panel B, the dependent variable is the log of the county-year ratio of total real earningsto-population. In Panel C, the dependent variable is the log of the county real average wage per job. In column 1, I omit terror attacks from environment and animal protection groups/individuals. In column 2, I exclude terror attacks targeting abortion clinics. Column 3 excludes terror attacks from Islamic groups/individuals. In column 4, I omit terror attacks with a political motive. In column 5, I omit terror attacks from hatred groups/individuals. The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. The time period is 1970-2013. (3)). Each entry is from a separate OLS regression. Robust standard errors are in parentheses, adjusted for clustering by county. Panel A: In columns 1 and 2, the dependent variable is the log of the county-year ratio of total real earnings-to-population in manufacturing. In columns 3 and 4, the dependent variable is the log of the county-year ratio of total real earnings-to-population in construction, transportation, communications and utilities. In columns 5 and 6, the dependent variable is the log of the county-year ratio of total real earnings-to-population in wholesale trade. Panel B: In columns 1 and 2, the dependent variable is the log of the county-year ratio of total real earnings-to-population in retail trade. In columns 3 and 4, the dependent variable is the log of the county-year ratio of total real earnings-to-population in services. In columns 5 and 6, the dependent variable is the log of the county-year ratio of total real earnings-to-population in finance, insurance, and real estate. Columns 1-6 include a variable that is equal to the number of terror attacks. In columns 2, 4 and 6, the controls include a dummy that is equal to one if the target is non-American and a dummy that is equal to one if the attack is logistically international. The time period is 1970-1997. Note: This table reports marginal effects from a probit regression. Each observation is a year-county cell with at least one terror attack. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1 and 2, the dependent variable is equal to one if there was at least one terror attack in county c in year t + 1 and zero otherwise. In columns 3 and 4, the dependent variable is equal to one if there is at least one terror attack in county c in year t + 3 and zero otherwise. In columns 5 and 6, the dependent variable is equal to one if there is at least one terror attack in county c in year t + 5 and zero otherwise. The variable "Success" is a dummy that is equal to one if the terror attack is successful in that county and year and zero otherwise. If there are many terror attacks, "Success" is equal to one if at least one of the attacks succeeded. The variable "Failed" is a dummy that is equal to one if the terror attack failed in that county and year and zero otherwise. If there are many terror attacks, "Failed" is equal to one if all the attacks failed. The time period is 1970-2013. (5). Robust standard errors are in parentheses, adjusted for clustering by county. The dependent variable is the log of counts of Google searches for the words "city", "state", "year" and "terrorism".
The variable "ln(n)" is the log of counts of Google searches for the words "city", "state" and "year". The variable "Successful" is a dummy that is equal to one if the terror attack is successful in that county and year and zero if the terror attack failed. If there are many terror attacks, "Successful" is equal to one if at least one of the attacks succeeded. The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. Time-invariant controls include dummies for coastal counties and being a state capital and a dummy for whether the county has an airport. The time period is 1994-2013, 2001 is excluded. Note: Data collected from the Vanderbilt Television News Archive. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1 and 2, the dependent variable is a dummy for whether there was any media coverage. These columns report marginal effects from a probit regression. In columns 3 and 4, the dependent variable is the natural log of one plus the number of news stories plus one. In columns 5 and 6, the dependent variable is the natural log of one plus the total number of minutes of news stories. The variable "ln(n)" is the log of one plus the number of news stories for the words "city" and "year". The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. The time period is 1970-2013. Note: Data collected from the Vanderbilt Television News Archive. Robust standard errors are in parentheses, adjusted for clustering by county. In columns 1 and 2, the dependent variable is a dummy for whether there was any media coverage. These columns report marginal effects from a probit regression. In columns 3 and 4, the dependent variable is the natural log of one plus the number of news stories plus one. In columns 5 and 6, the dependent variable is the natural log of one plus the total number of minutes of news stories. The variable "ln(n)" is the log of one plus the number of news stories for the words "city" and "year". The controls include a dummy that is equal to one if the target is non-American, a dummy that is equal to one if the attack is logistically international and a variable that is equal to the number of terror attacks. The time period is 1970-2013.
